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CHAI RPERSON JAMES: M. Skl ansky.

MR.  SKLANSKY: Thank you. I'd like to thank the
Commi ssion for inviting me. As | think you know, ny presentation
is only indirectly related to advertising and pronotion. I
personal |y bel i eve t hat nost adverti senents, casi no
advertisenents are not deceptive and that their description of
their liberal ganmes are basically accurate. The problemis that
it --

CHAI RPERSON JANES: M. Skl ansky, can | ask you to
pul | that m crophone up a little closer.

MR. SKLANSKY: The problem is it does the casino
little good to bring in custoners who will only optinmally play
t hose ganmes that they advertise. |f everyone did only that, the
casi nos would go broke. So in that one sense, you m ght say that

the advertisenments would be considered not quite what they

appear. | agree that casinos do not rely on comnpulsive
ganbl ers. However to at I|east sonme extent, they rely on
mat hematically ignorant ganblers and that's nore what | want to

address right now.

Before one can determne the inpact of ganbling in

this country, | believe it is inmportant to distinguish anong the
vari ous ganes. The fact is different ganmes of chance contain
different aspects. To put it Dbluntly, sone ganmes are
significantly worse than others. I mght be biased as a
sem -retired professional ganbler. | amdispleased with any gane

that doesn't offer the opportunity to get an edge over the house.

However, even those ganes that don't can be categorized along a
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spectrum ranging from a very acceptable and enjoyable ganble to
frankly a rip-off.

In my opinion there are four factors that should be
consi dered when evaluating a gane's position within the spectrum
the house percentage, the degree of skill, if any, the expected
hourly loss and the anmount of deception inherent in that gane.
In a nonent | wll describe the various ganes with regard to
those factors but first, in general, clearly the larger the
percentage edge, the worse it is for the person playing that
gane. For exanple, if a ganme has a five percent house edge, it
neans that your expected |loss at the end of your ganbling session
will be five percent of the total anobunt of nobney you have bet.

Currently the house percentage varies fromas nuch as
30 percent to as little as one-tenth of one percent. In fact,
there are sonme ganes where expert players can even have up to a
one percent advantage. As to skill, again, | my be biased

because it is only skillful games that give the professional

ganbl er the opportunity to nake a |iving. Exanpl es are poker,
poker machines, black jack and sports betting. Still in ny
opi nion ganes requiring a high degree of skill are not as open to
criticism The fact that a gane forces you to l|earn sound

reasoni ng skills and devel op discipline cannot be di scount ed.

As far as hourly loss is concerned, percentage edge
by itself is not always the best way to evaluate a gane. Ganes
that offer high odds deserve to have a higher edge. But another
aspect that can mtigate this high percentage is if the gane is
pl ayed slowy, at |east that game will not beat the player out of
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that much on an hourly basis. Keno and football bets are
exanpl es.

The anmount of deception inherent in a ganeg;
regardl ess of the house edge, | believe one thing that should be

frowned upon are deceptive ganes. By that | nmean ganes where the
edge is greater than it appears. This for instance is not the

case in the gane of roulette. Clearly the edge cones from the

green zeros which are there for all to see and | have little
synpathy for those who choose not to see. But there is one
category of gane that | believe is deceptive. | speak of sone but

not all of the nore nodern gam ng machi nes. An exanple would be
t hose nmachines that have sonme sort of wheel above them that
occasionally spin and reward the player varyi ng anounts.

It is not generally known that this wheel is not
equally likely to stop in any position. The |ower pays cone up
much nore frequently than the higher ones and nothing indicates
this is the case. There is a simlar problem with the actua
reels of sonme slot machines and | wll speak nore on this
shortly. | want to state a few things before going into each
game in nore detail. One is the games in Nevada are al nost
al ways the nost liberal in the country. So any criticismI| may
have about any particular gane would be that nuch stronger in
ot her parts of the country.

Secondly, | do not consider nyself a consumner
advocat e. Everyone nust drive a car, so we need people Ilike
Ral ph Nader to nake sure cars are safe and to speak out when they
are not. But no one is forced to ganble and certainly no one is
forced to ganble foolishly. There are plenty of opportunities to
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play games with mnuscule house advantages and it is not that
difficult to learn which ganmes those are and how to play them
So | have little synpathy for those who choose not to educate
t hensel ves enough to distinguish between the good ganes and the
bad. But the purpose of this testinony is sinply to lay out the
facts.

On the other hand, while | have no synpathy for
ganblers too lazy to do the proper studying, the fact is that
casi nos count on the ignorance of their custoners. Actual ly, |
should say they count on the ignorance of sone of their
custoners. | can use the health club business as an anal ogy. It
is well known that health clubs can charge a reasonable yearly
nmenber shi p because the vast majority of the nmenmbers quickly |ose
their discipline and don't show up.

The situation is simlar for casinos. If everyone
placed only the |owest house percentage ganmes and played
properly, casinos would have to close their doors or at |east
offer a lot less amenities. An unforeseen benefit to these
hearings nay be greater public awareness of the inportance of

studyi ng probability. Wile I amnot an anti-ganbling crusader

| am a pro-probability crusader. Probability is a key conponent
in making good decisions and | don't just mean in the area of
ganbl i ng. It is a valuable tool in evaluating questions of

everyday life. Yet probability is normally studied only by
coll ege math and sci ence nmj ors.

This is a shame because the subject is actually
rather sinple and very inportant. | f everyone fully understood
probability it would undoubtedly have a nmmjor inpact on the
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ganbling industry. Sone ganbling operators would go out of
busi ness but that would be a small price to pay when conpared to
the benefits the country would gain from the nore educated

popul ati ons.

Now, the ganmes in nore detail. Roul ette; bets on
roulette have a house advantage of about five percent. For
instance, if you bet on red, you will win if any of the 18 red

nunbers show up and lose if any of the 18 black nunbers or the
two green nunbers show. On an average you will be down $2.00
after a $38.00 bets, two divided by 38 is five percent. There is
no skill in roulette. Sone people think they can devise w nning
systens but they are utterly wong. Sonme casinos encourage this
t hi nki ng by posting an el ectronic board to show the past results
but this information is conpletely useless and casinos know it.
As far as hourly loss is concerned, it works out to a bit nore
t han one bet per hour if you bet one bet at a tine.

Craps; that house edge depends on which bet you make.
The nost common called the pass |line bet is a 1.4 disadvantage to
the player but if you back that up with what is called a odds bet
this disadvantage can be substantially reduced. Casi nos would
not be happy if their patrons stuck only to these bets. However,
there are many other bets on the crap layout with a far greater
house edge. For exanple, you can bet that the very next rol
will be a seven.

The true odds of rolling a seven are five to one
agai nst you. The casino pays four to one. This results in a
16-2/ 3 percent house advantage and thus, is a terrible sucker
bet. Many of the other craps propositions are al nost as bad and
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there is one conpletely disgraceful bet which | just found out is
not allowed in New Jersey but it's called the "Big Six" and "Big
Eight". The bet is that you bet that a six or an eight cones up
before a seven. Wat nakes this bet really unacceptable is that
the exact sane bet can be put on the way out and sonewhere el se
and you get seven to six odds.

In other words, there two different spots and one bet
pays higher odds than the other. That's the "Big Six" and "Big
Eight" bets only attract the conplete novice ganbler who isn't
aware that the exact sane bet with better odds is elsewhere.
Though it is a traditional part of the craps layout, | would
hi ghly reconmend that that bet be elim nated.

The "Big Six Weel"; this is a terrible gane. Mor e
than any other it takes advantage of total beginners. Most
casi nos have one or two "Big Six Weels" not to be confused with
the "Big Six" bet on the crap table, situated near their entrance
and they are obviously targeting the beginner. The fact is no
one but a novice would play this ganme. The odds are horrible and
self-evident. Every bet has a di sadvantage well over 10 percent
and it would be a sinple natter to adjust the wheel so that the
house edge is reasonabl e.

Bl ack jack; sone people actually beat black jack.
Expert players have a small edge against the casinos. That edge
is enough to make a living at the gane. There are those who do,
in fact, do that wuntil they are caught that is. The vast
majority of people have a disadvantage when they play 21.
Depending on their skill level that disadvantage is wusually
bet ween one percent and four percent. To go beyond this requires
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sone study. By nenorizing a conputer derived basic strategy, you
reduce your di sadvantage to about a half of a percent. It should
take only a few days to attain this |level of expertise and if you
want to take it further you can |l earn how to quote "count" cards.

This is not hard. If you spend a couple of weeks
| earning and practicing, you will have an edge over the casino.
On the other hand, casinos should not really be comended for
offering this gane. For one thing, when it was first offered
they were not aware of the possibility of beating it. They were
taken by surprised when Edward Thorpe first denonstrated that
fact in 1962. Ironically, after an initial period of paranoia
they realized the publicity surrounding the beatibility of the
game helped nore than it hurt. The fact is that they do bar
counters however, and if they didn't, they would get destroyed.
|"mgoing to have to speed up a little bit here.

Keno. Oh, | do want to say one other thing though.
It is illustrative to note that while casinos are happy to
provide you with the past winning nunbers in roulette or in
baccarat so you can devise a schene based on those nunbers, they
woul d never provide you with help as to what cards have been
pl ayed previously in black jack because you coul d beat them

Keno, your expected loss is 30 cents for every dollar
bet. That's a terrible disadvantage but it's not quite as bad as
it seens because on bets that pay very, very high odds it really
isn't that horrible. There is one bet on the keno board though
that really is terrible. It's called the one spot and you get
two to one odds on a three to one shot and it just is really
terrible, they should elimnate it.
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However, keno doesn't have that nuch of an hourly
| oss invol ved. If you play $1.00 tickets, you're going to |ose
about $3.00 an hour. So that's another reason why |I'mreally not
t hat opposed to keno. The lottery is simlar to keno. You have
a 50 percent disadvantage and the hourly rate doesn't really
apply. And in fact, there is sonme skill to the lottery, nanely
betting conbinations that are less likely to tie wth other
people but I won't go into that here.

Poker ; I say please leave this gane alone.
Unquestionably poker has the nobst positive aspects to it of any
ganbl i ng gane. It is a gane of skill. There is a short term
luck factor which allows weaker players to beat those nore
skilled but in the long run those who are tal ented, dedicated and
disciplined will win the noney. Thus, there is a major incentive
for those who |ike to play poker to inprove their game. Getting
good at poker requires learning things which | believe will also
hel p you in other areas of your life. Reading people, analyzing
risks versus rewards, calculating probabilities and devel oping
wi | | power under adversity are just a few of those attributes. 1In
poker, the house does not nake its noney fromloses. It charges

a reasonable rate for rent.

Poker machi nes; they also involve skill, although not
as nmuch as poker. Still they are actually very good ganbles
because the hourly rate that you' Il lose at is very small. There

are two things which determ ne the payback percentage of a poker

machi ne. One is the skill of the player and the other is the

odds that the nmachine pays. There are many machines in Las Vegas
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that pay back over 100 percent against the skillful player, a
tiny bit over 100 percent.

And it is not that hard to learn how to play them

that well. O course, casinos are aware of the |aziness of the

vast majority of their custoners, that is why they can offer

bl ack jack and |iberal poker nachines. They know people wl
play very quickly. They count on it. As far as hourly loss is
concerned, a typical poker machine player wll lose |ess than

$10.00 an hour. As far as deception is concerned, there is none.

The conputer deals the cards in exactly the sanme proportion as

they would be dealt using a real deck. In other words the queen
of hearts will show up once out of 52 tines in any particular
posi tion. Furthernore the payoffs are posted for all to see.

Thus, any mathematician upon reading the pay table can very
qui ckly cal cul ate the pay-back for any machi ne assum ng opti nal
pl ay.

He needs no further information about the workings of
the machine. This is not so with many slot machines. | am not
thrilled with slot machines. Though may pay back as much as 98
percent this is not the whole story. N nety-eight percent stil
costs you $54.00 an hour on a $1.00 nmachine. And there are many
machi nes that are 90 percent. Ni nety sounds like 98 but it's
actually five tinmes as bad. It costs you $270.00 an hour.

Furthernore, the synbols do not cone up on sone
machi nes as often as they appear to. They cone up nuch, nuch,
much less in order to allow for greater jackpots. | suggest
there be some sign that indicates that. [|'m having to cut this
short but | want to say about sports betting, a person who bets
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$110.00 to win 100 on a sports bet is costing hinself $67.00 an
hour . So | think that's actually one of the nore innocuous
ganbl es. Thank you.

CHAI RPERSON JAMES: Thank you. I think we should

have had this briefing on our first day in Las Vegas.
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